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SUBJECT: DUTCH CONCERN OVER F-16 OFFSET PROGRAM 
REF: A. BRUSSELS 1393; B. STATE 021 192; C. HAGUE 5852, 11/75 

1 . SUMMARY- RECENT STORIES IN DUTCH PRESS INDICATE CONCERN 
THAT FOKKER MAY NOT BE ABLE OR WILLING TO UNDERTAKE FULL 
F-16 OFFSET PROGRAM IN NETHERLANDS. GENERAL DYNAMICS REPRE- 
SENTATIVE REPORTS FOKKER IS FACING EQUIPMENT AND LABOR RATE 
PROBLEMS AND HOPES TO ARRANGE LIABILITY GUARANTEE UNDER 
TERMINATION AGREEMENT. THESE GENERAL CONCERNS ECHO APPROACHES 
BY GON OFFICIALS TO SEE THAT DUTCH RECEIVE THEIR FAIR SHARE 

OF BENEFITS FROM F-16 PROGRAM. END SUMMARY. 

2. SEVERAL ARTICLES HAVE APPEARED IN LOCAL PRESS REPORTING 
CONCERN VOICED BY HENK VOS, NVV (NEDERLANDSE VERBOND VAN 
VAKVERENIGINGEN) INDIB TRIAL UNION OFFICIAL OVER STATUS 

OF F-16 INDUSTRIAL PARTICIPATION PROGRAM. VOS REPORTEDLY 
CALLED FOR RENEWED POLITICAL DISCUSSION OF F-16 OFFSET 
PROGRAM, FOCUSING ON WHETHER USG IS CARRYING OUT ALL IT 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 THE HA 00795 140738Z 
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OF WORK IN NETHERLANDS TO BE EXPECTED FROM F-16 PROGRAM 
MAY SHRINK FROM 70,000 AS INITIALLY ENVISAGED, TO 25,000 OR 
PERHAPS EVEN HALF THAT AMOUNT. HE ALSO CLAIMS TO HAVE 
PROOF THAT GERMAN-DUTCH AIRCRAFT CONCERN VFW-FOKKER WOULD 
LIKE TO TRANSFER A LARGE PORTION OF OFFSET WORK FROM 
FOKKER IN NETHERLANDS BACK TO U.S. RATIONALE GIVEN BY 
VOS FOR THIS MOVE IS THAT FOKKER BELIEVES CAPITAL COSTS 
ARE TOO HIGH FOR CERTAIN MACHINERY NECESSARY FOR PRODUCTION. 

3. PRESS ARTICLES DIFFERING WITH VOS' CONTENTIONS HAVE 

ALSO APPEARED, CLAIMING THAT VFW FOKKER IS ACTUALLY CONSIDER- 
ING TRANSFERRING WORK FROM FOKKER IN NETHERLANDS TO VFW IN 
GERMANY AND NOT RPT NOT TO U.S. ARTICLES STATE THAT 
FOKKER IS ALREADY ALMOST AT CAPACITY WITH PRODUCTION OF CIVIL 
AIRCRAFT, WHEREAS VFW IN GERMANY IS LAYING OFF WORKERS. DUE 
TO HIGH WAGES AND SOCIAL SECURITY PAYMENTS IN NETHERLANDS, 
FOKKERWOULD PREFER NOT TO HIRE ADDITIONAL WORKERS FOR 
MEDIUM TERM AND TEMPORARY PROJECTS SUCH AS F-16. IN 
ADDITION, IT IS SAID THAT VFW WAS THE NECESSARY MACHINERY 
MENTIONED ABOVE PARA 1 . 

4. IN CONVERSATION WITH EMBOFF, LOCAL GENERAL DYNAMICS (GD) 
REP SAID HE HAD DISCUSSED PRESS REPORTS WITH FOKKER F-16 
PROJECT OFFICER WHO DENIED PLANS TO TRANSFER OFFSET TO VFW 
GERMANY. FOKKER IS AWARE THAT SUCH A MEASURE WOULD HAVE TO 
BE APPROVED BY FULL STEERING COMMITTEE SINCE GERMANY IS NOT 
PARTICIPATING IN F-16 BUY. GD REP EXPLAINED THAT FOKKER IS 
OPPOSED TO PURCHASING SPECIAL CAPITAL EQUIPMENT BECAUSE 
INITIAL RPT INITIAL PURCHASE ORDER FOR THE F-16 WILL COVER 
ONLY FULL SCALE DEVELOPMENT OF 8 AIRCRAFT WITH NO IRONCLAD 
GUARANTEE OF FURTHER PURCHASE ORDERS. FOR SUCH A RELATIVELY 
SMALL INITIAL CONTRACT FOKKER CAN JUSTIFY PURCHASE OF EQUIP- 
MENT ONLY IF REIMBURSEMENT GUARANTEED UNDER TERMINATION 
AGREEMENT. IT IS NOT EXPECTED THAT THIS GUARANTEE WILL BE 
FORTHCOMING FROM USG OR GD. GD REP SPECULATED THAT FOKKER 
MAY HAVE APPROACHED GON FOR SUCH A GUARANTEE. GD REP WENT 
ON TO SAY THAT HIS OWN COMPANY HAS THE MACHINERY AND IS 
CAPABLE OF PERFORMING WORK IF FOKKER SHOULD REQUEST IT TO DO 
SO. IN TERMS OF MANHOURS, LOSS TO NETHERLANDS WOULD BE 
NEGLIGIBLE RELATIVE TO SIZE OF ENTIRE CONTRACT. 
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5. COMMENT: IT IS WORTH NOTHING THAT IN THE MOU THE USG 
OFFSET COMMITMENT IS STATED IN TERMS OF DOLLARS AND THAT 
AMOUNT OF WORK IN MAN YEARS TO BE DERIVED FROM PROGRAM IS 
NOWHERE MENTIONED. PRESUMABLY, METHOD OF PRODUCTION, 
EITHER CAPITAL OR LABOR INTENSIVE, IS A EUROPEAN COMPANY 
LEVEL DECISION, THE ONLY CONSTRAINT BEING "REASONABLY 
COMPETITIVE" PROVISION. BASIC DIFFICULTY CAUSING THIS 
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LATEST FLURRY OF PRESS ARTICLES IS DIFFERING BUSINESS PRAC- 
TICES IN US AND EUROPE. DUE TO HIGH COST OF LABOR. PARTICU- 
LARLY WHEN LAYING OFF WORKERS. AND HIGH COST OF INVESTMENT 
FUNDS, FOKKER DOES NOT WISH TO TAKE THE RISKS INVOLVED IN 
HIRING MORE WORKERS AND INVESTING MORE CAPITAL ON THE 
BASIS OF A FULL-SCALE DEVELOPMENT CONTRACT INVOLVING ONLY 
EIGHT AIRCRAFT UNLESS ITS LIABILITY IS GUARANTEED UNDER A 
TERMINATION AGREEMENT. 

6. PUBLIC EXPRESSION OF DUTCH CONCERN OVER WHETHER NETHER- 
LANDS IS RECEIVING ITS FAIR SHARE OF DIRECT AND INDIRECT 
BENEFITS FROM F-16 PROGRAM ECHOS EARLIER APPROACHES BY GON 
OFFICIALS (SEE REF C). THESE CONCERNS APPARENTLY ARE SHARED 
BY OTHER MEMBERS OF CONSORTIUM (REF A) AND REFLECT OUR 
CONTINUING NEED FOR INFORMATION AND GUIDANCE. END COMMENT. 
GOULD 
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